Contracting arrangements in the health strategy contex. A regional approach for Spain by Cabasés Hita, Juan Manuel et al.
1CO NTRACTING ARRANG EMENTS IN THE HEALTH STRATEGY CO NTEXT.
A REGIO NAL APPROACH FOR SP AIN
Juan M. Cabass, PhD, Department of Economics, Public University of Navarre, Spain
Idoi a Gami nde, MSc, Depart ment of Healt h, Gover nment of Navarre, S pain
Luis Gabil ondo, MD, Depart ment of Healt h, Gover nment of Navarre, S pain
Correspondence: Juan M. Cabass, Department of Economics, Public University of
Navarre, 31006 Pamplona, Spain. Phone: 34-948-169335. Fax: 34-948-169721. Email:
jmcabases@unavarra.es
Research supported by an unrestricted educational grant from Merck & Co.,
Inc.Whitehouse Station, New Jersey, USA
Word Count (body): 3.096
Word Count (abstract): 233
2Abstract
Background. Several different proposals have been made recently to reform the organisation,
financing and management of the health care system in Spain. The aim is to obtain improved
efficiency, without prejudicing the equity level already achieved, by creating a more
competitive framework. However, current health strategies seem not to be in accord with these
proposals.
This paper approaches the issue of matching these two main components of the health systems,
health strategy and contracts, and emphasises the need to develop contracting arrangements
within the general health policy framework.
Design: Case studies, analysis of published and unpublished documents, and semi-structured
interviews with key informants.
Results and discussion. A review of regional health strategies and regional contracts developed
in the 1990s is presented, followed by an analysis of the degree of incoherence between them.
Then we discuss whether the programme contract can be an instrument guided by the health
plan, commenting on its potential and limitations.
Conclusion. The relationship between health strategy and health care management is practically
non-existent in Spain. The need to insert the contract cycle within the broader framework of the
planning cycle has led to proposals to adapt contracts and health plans to guarantee their
coherence. This will require changes in the structure of both of these instruments and, probably,
deeper structural modifications of the context within which both have been developed. To this
aim, we make some recommendations for policy making.
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3During the past two decades, Spain has undergone fundamental political and social change1-3.
This has been the case within the health care sector as well. The NHS has evolved over the last
fifty years, in parallel with the economic, social and political development of the country. In
1978, the new democratic constitution established the right of all Spanish citizens to health
protection and recognised the devolution of powers, health care included, to the Autonomous
Communities. At present, central government is responsible for the provision of health services
to only 38% of the Spanish population and this remaining responsibility will be devolved to the
regions in full in the short run. In 1986, the General Health Law created the National Health
System, consisting of the regional health services of the Autonomous Communities, and
integrating all previous health care networks (those of Social Security, the regions and local
authorities).
Health services devolution made the governments of the Autonomous Communities responsible
for the management of the health services before their respective regional parliaments, which
pass and control the regional health care budgets. The main source of regional health services
financing is a block grant, transferred by the central government according to an unadjusted
capitation criteria. However, decentralisation has resulted in different levels of per capita
financing, with a rank of 20% above or below the Spanish average, and in different health care
systems. 1
In order to co-ordinate the system, the Interterritorial Council of the NHS was established as a
consultative body, composed of the 17 regional health ministers of the Autonomous
Communities and an equal number from different ministries of the central government, and
chaired by the Spanish Minister of Health. It has, so far, had a political co-ordinating function
but has not been very much involved in the practical aspects of co-ordinating the management
of the NHS. Its main role of co-ordinating health policy has never been developed.
Within the framework of the recent health care reforms, it is highly probable that the contract
will become the only link between health planning and health management, between the
4purchasers and the providers: hence the importance of analysing the feasibility of inserting the
contract cycle within the broader framework of the planning cycle.4
This paper approaches the issue of matching these two main components of the health systems,
health strategy and contracts, and emphasises the need to develop contracting arrangements
within the general health policy framework in Spain.
To this aim, a review of regional health strategies, and regional contracts developed in the 1990s
is presented, followed by an analysis of the degree of (in)coherence between them. Then, we
discuss whether the programme contract can be an instrument guided by the health plan,
commenting on its potential and limitations, to provide suggestions for policy making.
Obje cti ves a nd met ho ds
The general aim of the study is to provide practical and relevant recommendations to policy
makers regarding the implementation of health targets through contracts with health care
providers, organisations, hospitals and health service units. The study addresses the issue
through qualitative techniques. First, an analytical review has been made of all the documents
published under the heading "health strategy" or health plan in each of the 17 Spanish
Autonomous Communities. All the modalities of purchasing contracts within the Spanish
Health Care System have also been reviewed. Extensive interviewing with several key actors
across the institutions involved in the process has been carried out. The authors themselves were
involved in the design and implementation of health plans.
He al th str at egi es in Spain
Health plans are considered by Spanish law as the key tools for The Global Health Care
Co-ordination design at central level; and each of the 17 Autonomous Communities has the
obligation  -by law-  to draw up a Regional Health Plan. For this reason, health plans have to be
formulated according to general co-ordination criteria laid down by the Central Government5. In
1989 a Royal Decree was approved stating the procedures and terms for the elaboration of the
so-called Health Integrated Plan, described as the sum of the different Regional Plans as well as
5government ones (i.e. Aids, Transplants). Health plans are defined as Ôthe sum of different
health care actions to be implemented in a time and a space already determined, with defined
costs, in order to fulfil targets already established by the Health ServicesÕ. Moreover, the decree
establishes the content of each Regional Plan under six headings: Analysis and diagnosis of
health care problems; Targets; Programmes to be implemented; Finance; Implementation; and
Evaluation.6
Al th oug h a mode l f or de vel op ing a he alt h p la n e xis te d, eac h Aut ono mo us Commu nit y p ro duc ed it s
own con cep tu ali sat io n o f i t. Two g en era l t re nds co ul d b e s ee n: fir st , o ne ba sed on t he und er lyi ng
id ea of th e nee d f or an in te rse cto ra l h eal th po lic y and , s ec ond , a t end enc y toward s a h eal th se rvi ce s
pl an in sid e the he al th car e sec tor .
Th e var iab il ity of t he pro du cts is i mpr ess iv e. Ten y ear s a ft er ena ct ing th e Roy al De cre e o n Hea lth 
Pl an s, 14 ou t o f t he 17 Au to nomous Communi ti es hav e wri tte n down a nd pu bli sh ed the ir own
he al th pla n. Ei ght o f t hem h ave pu bl ish ed a sec ond d ocu men t. Th ree Auto nomou s Commun iti es
ha ve no t p ub lis hed a pr ope r hea lth s tra teg y but ha ve do ne so met hin g abo ut it , main ly gr een p ape rs
or d raf ts. I n 1 1 o f the 17 Auto nomou s Commun iti es, t her e a re Ac ts wi th ref er enc es to th e
el ab ora tio n, st ruc tu re and r ele van ce of he al th pla ns . Ther e are two wit hou t a s ing le re fer en ce to it .
Th e con ten t of the l aws is b ase d mai nly on t he abo ve me nti on ed Roy al De cre e on Int eg rat ed He alt h
Pl an s. Eig ht of th e Aut ono mo us Commu nit ies e sta bli sh th at th e Ô hea lt h p lan i s t o b e pas sed b y t he
re gi ona l g ov ern men t, an d t he n s ent t o t he Re gio nal Parl iamen tÕ. Al th oug h t he st ruc tu re of th e
le gi sla tio n is qui te si mil ar , t her e are two Aut ono mo us Commu nit ies t hat es ta bli sh th e t ime h ori zon 
of t he hea lt h p lan s: 't he ti min g o f the he al th pla n is thr ee ye ars ' (ta ble 1 ). 7
It must be mentioned that none of them has become a government strategy. Even though some
of them are highly intersectoral documents, with intersectoral strategies, the truth is that all of
them have been confined to the health care sector: after all, that is the responsibility of the
Regional Health Minister. In general, Spanish health plans are very good technical documents,
excellent epidemiological exercises. They represented the first explicit attempt by local
governments to provide a strategic approach to improving the overall health of the population.
6Another point to be considered is the horizon proposed: plans that were intended to become
government strategies did not have a proper end point. The underlying idea was to mark out a
course towards health, in the sense suggested by the WHO.8, 9 For other Autonomous
Communities, the health plans are closely related to the political cycle. In table 1 it is seen that
at least six of them have periods associated with electoral processes. This is probably one of the
key elements for analysing Spanish health plans. Could health be transformed in four-year
periods? Does it depend on the political colour of the health minister in office? One explanation
for this being the case can be found in the rapid transformations within the Spanish political
system over the last 15 years. As Maxwell (1998) states: ÔToo much managerial effort has been
absorbed by politically inspired organisational changes, and too little by the sustained drive to
improve health. It is high time to recognise that health gains ought to be above party political
ideologies, and that they call for sustained action beyond the lifetime of most administrationsÕ.10
There is one view that the Health Ministries (regional and central) should concern themselves
with health care, i.e. health services, and that health policy is the responsibility of a variety of
government departments and organisations. This is the idea underlying most documents that try
to reconcile their responsibility with the health care system, and attempt to deal with health
problems.
As some of the persons originally involved in the process in different Autonomous
Communities have stated, even though some regional plans have not been implemented, they
would do the same thing again, if only because of the dynamics involved in designing and
building up a strategy. ÔIt was a real boost for most of us. We started thinking about something
much more important than visits, consultations, hospital beds. It made us think in terms of
health, which is much more than could be expected at the time. I do not regret the effort and the
time spent on itÕ  Ðat least three years for most teams. In fact it was suggested that the process
was much more important than the plan.
A good corollary ten years after was stated by a person formerly in charge: ÔMost of them
Ðalthough not all of them-  were born as an obligation: Something that the Ministry made it
7obligatory to do; they merely reflected what was being done, or could be done, around and
within the health care sector; and thirdly, plans should not disturb political peace. Their role is
not to vex anyoneÕ.
Co nt rac ting hea lth c are se rv ice s i n Spa in
Co nt rac ts ar e b eco mi ng mor e rel eva nt to th e cur ren t dis cus si ons an d pro pos al s o f h ea lth ca re 
ma na gement a nd pol ic y r efo rms with in Sp ain , a p roc es s movi ng fr om ve rti cal ly in teg ra ted pu bl ic
pr ov isi on to war ds a qua simar ket st ru ctu re  la En th ove n,11 mov ing fr om hi era rc hy towar ds hyb ri d
mo de ls, as d esc rib ed by Wi ll iamson 12. Th e p roc es s was co nsi der ed ex pli ci tly fo r the fi rs t t ime i n
Sp ai n i n t he strategic green paper on reform proposals for the health care system agreed by
Parliament and submitted to the government as the Abril Report (1991).
This strategy has been developed on two parallel mechanisms of reform: the introduction of the
programme contract in all public health care organisations, hospitals and primary health care
centres, and the creation of public health care companies (ruled by private law) as pilot
experiences. We shall concentrate here on contracting inside the public health care organisation,
the so-called programme contract.
A typical annual programme contract of the central services (INSALUD) with its centres,
establishes: (1) servicesÕ objective: volume of activity, with a loose reference to health targets;
(2) financing, usually a block contract with specification of volume; (3) quantity of other
financing sources the centre may have; (4) incentive mechanism, usually based on distribution
of budget savings; and (5) sanctions for excess or defect provision.
The list of problems that the programme contract aimed to solve may be summarised as follows:
(1) financial undiscipline and unrealistic budgets; (2) poor information systems; (3) low
productivity of the resources and lack of technical and allocative efficiency of health care
processes; (4) chronic persistence of waiting lists, especially in surgery.
The programme contracts in hospitals began as a pilot scheme in 1992. By 1996, programme
contracts had become an annual routine. There were some changes in 1998, putting emphasis on
8waiting times and quality, strengthening links between primary and specialised care, and
reinforcing incentives and professional participation.
An evaluation of the reform strategy based on the programme contracts developed in Spain
results in the following conclusions. (1) No activity is contracted on a health targets basis.
Budgets rely upon measures of intermediate output (albeit sophisticated). (2) The program-
contract is a legal fiction, being simply management by objectives, the hierarchy principle
remaining unchanged. (3) It has had a positive effect in changing the organisational culture,
improving information systems, and allowing efficiency measurement. (4) It has made possible
some marginal improvements in management efficiency, particularly when it has incorporated
important incentive systems. (5) Budgeting continues to be retrospective and altering this is
beyond the scope of the programme contract. Prospective budgets are not viable given the
impossibility of reducing resources in those health care organisations identified as inefficient.
(6) There is no effective risk transfer, either to the organisations or to the managers and the
health care professionals.
Discussion
The origin of programme contracts lies in the logic of the internal needs of the health care
system and not so much in those of the instruments development for the achievement of the
objectives of the health plan. Up to now, internal purchasing of services strategies have been
aimed towards rationalisation in the utilisation of resources and frequently towards improving
the satisfaction of citizens, in particular with a reduction in waiting lists. Table 2 shows a self-
explanatory comparative analysis of both instruments. Health plans and programme contracts
emerge in very different contexts with well-differentiated motivations and pursue very different
strategic objectives.
Most health plans avoid responses to the daily questions raised in the management of health
care services. However, the health plan should be the strategic document in which the limits and
priorities of the services are determined, establishing the services that should be financed and
those not considered cost effective enough (or not fulfilling other desired criteria) to be
9financed. It should determine the strategic priorities not only in health but also in the quality of
health care and citizens« rights and guarantees concerning the services, such as waiting lists or
geographical equity in access to services. Moreover, it should direct the purchasing process.
In spite of their current limitations, health plans could provide better orientation to the contracts.
Needless to say that underlying our health care system there are important power conflicts
between managers and planners, which are reproduced at both central and regional levels.
In the light of what has already been said, one can ask whether it is not naive to expect two such
radically different instruments to come together in the current social context of pragmatism and
short-term direction. This would not only be desirable but also turns out to be feasible, as shown
by existing limited experience in the Basque Country14,15 and Catalonia16. To some extent, the
new health plans attempt to respond to current requirements.
It should not be forgotten, however, that the rational of programme contracts is based on the
objective and measurable production of services, which justifies financial assignment through a
transparent and previously established evaluation system.
Re co mme nda ti ons 
From this review and analysis of health strategy (defined through the health plans in the regions
of Spain) and of programme contracts with health agencies, we conclude that the relationship
between health strategy and health care management is practically non-existent. Nonetheless, in
the framework of the recent health reforms, it is highly probable that the contract will become
the only link between planning and health management, between purchaser and provider. Hence
the importance of analysing the feasibility of inserting the contract cycle within the broader
framework of the planning cycle, and of making proposals to adapt contracts and health plans to
guarantee their coherence. This will require changes in the structure of both of these instruments
and, probably, deeper structural modifications to the context within which both have been
developed. We shall start with the latter:
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A. Changes needed in the structural framework.
 Guaranteeing that the financial flow takes place correctly. This means budgeting allowances to
the purchasers and from them to the providers, and not directly to the latter as is currently
approved by regional parliaments.
 Guaranteeing the autonomy of the agents. The relationship between the financing, purchasing
and supplying agents should be established in context of sufficient autonomy between them to
make possible the fulfilment of their functions. The hierarchical scheme that is usually found in
the public health system reduces the autonomy of the contracting parties when it comes to
negotiation. The recently initiated personification of the health centres in Spain (trusts) might
contribute to widen the capacity for negotiation.
Guaranteeing integration between strategic planning and the central function of purchasing. The
design and formulation of contracts must be carried out by the planning agency, breaking with
the tradition that separates planning activity from that of management.
B. Reformulation of the traditional health plans.
Broadening the scope of priority specifications to include targets other than those of health. This
means recognising that the health strategy encompasses not only health targets but also process
targets, such as satisfaction with the services received and waiting times, as well as procedural
rights, such as second opinion, informed consent, freedom of choice of general practitioner,
consultant and centre, information on oneÕs health record, board and lodging aspects, and
others. There is an opportunity cost in achieving any of them. Consequently, the traditional
content of health plans should be expanded and priorities established to allow combination of
the two types of target. The specification of targets and priorities must be carried out with the
involvement of all agents that might be affected, namely, health care professionals, planners,
managers and the citizens.
The health strategy must be a strategy of the whole government, not only of the health
department. Formally, there should be wide support for the health plan involving, at least, the
departments of health, environment, education and social services, as well as global support
from the government and parliament.
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The plan should define the purchasing strategies that are most suitable for the strategic targets
pursued. The health strategy must cease to be a statement of aims and priorities (good
intentions) and come to have an assignment function, specifying those services under the
responsibility of the health care system and those belonging to other sectors. The requirements
for the financial viability of the proposals should be stated.
C. Re-adaptation of contracts to the health strategy.
Contracts must contain explicit targets linked to the health strategy. Contracting based on health
targets should replace contracting solely on an activity basis. The relationship between health
targets and contracted activity should be made explicit in order to make evaluation of the results
possible. Contracts should involve benefits or penalties.
Contracts should be relational, not sporadic and must be drawn up paying due attention to the
time horizon indicated by the health strategy. To this end, it is necessary that the contractual
relationship is a stable one and contracts should be of a pluriannual character to enable
incorporation of the health targets in a coherent way.
In terms of services, contracts should consider not only health care services but also preventive
and health promoting services on an equal basis.
Targets should be specified in terms of quality performance targets as well as in-service targets.
Financing mechanisms must take into account not only quantifiable targets (i.e. occupancy
rates, number of outpatient consultations, etc.) but also achievements in terms of quality
performance. Qualitative targets include such areas as informed consent, standards of practice,
etc. that should also be considered when assigning budgets and establishing specific funding.
The use of proxy indicators of the health targets. Once having established the causal relationship
between process indicators and health results (for example, vaccinations and incidence of
diseases), the former can be used to evaluate the output and the performance of the contract.
12







Legal basis Health care
system devolved
Andaluca 1993 1998 Act 98  Yes 1984
Aragn 1992 Act 2/89 No
Asturias 1997 Act 1/92 No
Baleares 1998 Act 4/92 No
Canarias 1992-1994 1997-2001 Act 11/94 Yes 1994
Cantabria 1996-2000 No
Castilla la Mancha 1993 (1995) 1995-2000 No
Castilla Len 1991-2000 1998 (2nd) Act 1/93 No
Catalua 1993-1995 1996-1998 Act 15/90 Yes 1981
C. Valenciana 1992-1995? Res. 15/2/91 Yes 1988
Extremadura 1997-2000 Decree 53/96 No
Galicia 1993-1997 1998-2000 Act 8/91 Yes 1991
Madrid 1992? 1995-2004 Order 20/7/92 No
Murcia 1993-1996 1998-2000 Act 4/94 No
Navarra 1991 Act 10/90 Yes 1991
Pas Vasco 1988 1994 Res. 23/6/93 Yes 1988
Rioja 1998 Act 4/91 No
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Table 2. Comparative analysis of the context and initial strategic orientation of the health plans and of the
programme contracts in Spain.
Health plan Programme contracts










Health care context in which
emerge
System in expansion toward the
universality
Uncovered needs
Containment need of the System






Predominance of public health
official in charge
Freedom of choice to the user
Regulated market laws
Predominance of managers and
economists











Orientation towards the individual
Short-term objectives
Users«satisfaction
Objectives and goals Explicit health priorities
Health goals, no action plans.
Financial results
Waiting lists and services provided
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Insufficient definition of strategies
and priorities concerning services
Insufficient definition of priorities
concerning services with the
exception of Primary care





By centres and services
Specific
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